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ABSTRACT

ThisarticleisaimedatinvestigatingthedepositwithdrawalbehaviorofIslamicbankingcustomersin
BruneiDarussalam.Morespecifically,itexplorestheinfluenceofindividualcharacteristicsuponthe
actionofdepositwithdrawalwhenthecustomersencounterthreedifferentsituations:(i)non-shariah
complianceissuesuponproductsandservices;(ii)uncompetitivereturn;and(iii)lowservicequality.
Datacollectionisdoneusingself-administeredquestionnaireswith180completedquestionnaires
usedfortheanalysis.Thestudyusesachi-squaredindependenttestandbinarylogisticregressionas
itsmethodofanalysis.ThefindingsshowthatdepositwithdrawalisarealfuturethreatfortheIslamic
bankingindustryinBruneiDarussalamandithappenswhencustomerswithcertaincharacteristics
andmotivationsencounterthethreesituationsmentionedabove.
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INTRoDUCTIoN

BruneiDarussalamisoneofthesmallestcountryintheworldwithtotalareaof5765-sqKM.The
country isdirectly facing theSouthChinaSeaand the restareboundedbyMalaysia.The latest
censusmentionsthatthepopulationofBruneiisaround450,000personswithmorethanhalfof
thepopulationisMalayandMuslim.TheofficialreligionisIslamwithHisMajestytheSultanand
YangDi-PertuanastheheadoftheIslamicfaithinthecountry.Hence,Islamplaysacentralrolein
thelifeofeveryMusliminBruneiDarussalam.

The influence of Islam can also be sensed in the financial sectors of the country. Brunei
DarussalamisamongtheearliestcountryintheworldadoptingIslamicbankingsystemafterMalaysia,
Pakistan,Sudanand Iran.Currently,Bank IslamBruneiDarussalam(BIBD) is theonly Islamic
commercialbankinBruneiDarussalamthatservesallsegmentswithintheretailbankingmarket
(Abduh,2018).Thebankwasstartedin1981astheIslandDevelopmentBankandthenconvertedto
afull-fledgedIslamicbankinJanuary1993andchangeditsnametoIslamicBankofBrunei(IBB).
TherewasabigmergerinthehistoryofBruneifinancialsystemin2005betweenIBBandtheIslamic
DevelopmentBankofBruneiwhichleadstotheinceptionofBIBD.

Thisarticle,originallypublishedunderIGIGlobal’scopyrightonApril1,2020willproceedwithpublicationasanOpenAccessarticle
startingonFebruary1,2021inthegoldOpenAccessjournal,InternationalJournalofAsianBusinessandInformationManagement(con-
vertedtogoldOpenAccessJanuary1,2021),andwillbedistributedunderthetermsoftheCreativeCommonsAttributionLicense(http://
creativecommons.org/licenses/by/4.0/)whichpermitsunrestricteduse,distribution,andproductioninanymedium,providedtheauthorof

theoriginalworkandoriginalpublicationsourceareproperlycredited.

https://orcid.org/0000-0002-1918-6525
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Brunei is running the Islamic and conventional banking system in parallel. Despite its
smallpopulationandarea,therearecurrentlyfourlocalbanksandfiveforeignbanksprovide
serviceshere(Table1).However,onlythreebanksprovideIslamiccontractsfortheirsaving
andfinancingschemes.ThosebanksarelocalandnamelyBIBD,PerbadananTabungAmanah
IslamBrunei(TAIB),andrecentlyestablishedBankUsahawan.Otherbanksareoperatedunder
conventionalbankingschemes.

Interestingly,despiteIslamastheofficialreligionofthecountryandthereligionofmajorityof
theBruneian,thetwobiggestlocalbanks,BaiduriasaconventionalbankandBIBDasanIslamic
bank,arehavingastrongcompetitionamongthemandsharedalmostequalnumberofcustomers.
AccordingtothefindingsfromAbduh(2016),oneofthereasonsisbecausetheunderstandingabout
ribaamongtheBruneianisstilllow.Furthermore,thisisalsobecausebothIslamicandconventional
banksoperatinginBruneiareofferingsimilarproductsandfollowingalmostsimilarregulationsset
bythemonetaryauthorityofBruneiDarussalam.

ForIslamicbanking,keepingdepositsstableandlarge,withoutanysignificantfluctuation,
isoneof itsmajorconcerns inachievingsuccessfulness (Abduh,2011).However, it isnot
alwayseasysinceBruneiisamongthecountriesofferingIslamicandconventionalbanking
productsandservicesinparallel.Therefore,asarguedbyAhmed(2002),inacountrywithdual
bankingsystemlikeBruneiDarussalam,theIslamicbanksarefacingwithdrawalriskasthe
returnoncustomerdepositscanvary.Notonlythat,studieshadconfirmedthatservicequality
provideshighinfluenceuponcustomers’decisionofeitherremainwithcurrentbanksormove
tootherbankswhichprovidebetterservicequality.Moreover,asfarastheIslamicbankingis
concerned,thecustomersarenotonlylookingforprofitsbutratherthecomplianceofproducts
andservicestowardsshariahtenets.Therefore,therewillbeatendencyofwithdrawingfrom
thebankwhenitviolatesthosetenets.

Hence,theobjectiveofthisstudyistoinvestigatethedepositwithdrawalbehavioramong
Islamic banking customers. More specifically, this study tries to identify the individual
characteristicswhichmayaffectthebehaviorofIslamicbankingcustomerstowardstheissues
ofshariahnon-compliancy,thefluctuationofreturnsandservicequalityprovidedbyIslamic
banksinBruneiDarussalam.

Therestofthispaperdiscussesfourotherparts.Chaptertwoprovidespreviousliteratureonthe
areadiscussedandchapterthreedescribesthedataandmethodsusedfortheanalysisutilizedinthis
study.Furthermore,thediscussionofthefindingsandconclusionswillbediscussedinchapterfour
andfiverespectively.

Table 1. List of banks in Brunei Darussalam

Name of the Bank Ownership Type

BaiduriBank Local Conventional

BankIslamBruneiDarussalam Local Islamic

PerbadananTabungAmanahIslam
Brunei Local Islamic

BankUsahawan Local Islamic

Maybank Foreign Conventional

RHBBank Foreign Conventional

StandardCharteredBank Foreign Conventional

BankofChina Foreign Conventional

UOBBank Foreign Conventional
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LITeRATURe ReVIeW

Deposit Withdrawal in Islamic Banking
Iqbalet.al.(1998)mentionsthatinitiallythereweretwomodelsdevelopedforIslamicbankingsystem
andoperation,namelytwo-tiermudarabahmodelandone-tiermudarabahmodel.Theformermeans
thatIslamicbankreplacestheinterestwithprofitsharingupontheliabilityandtheassetsidewhile
thelattermeansthatthebanktakestheformofprofitsharingupontheliabilitysideonly,anduses
fixedincomeupontheassetside.Nevertheless,onlythelattermodeladoptedinmostcountrieshaving
Islamicbankingtoday.AccordingtoAhmed(2002),themainreasonwhytwo-tiermudarabahfails
andone-tiermudarabahmodelevolvesisduetothechallengesfacedbyIslamicbanksinpractical
andoperationalinusingprofitsharingmodesontheassetside.

RewardingcustomersusingprofitsharingisadistinctivefeatureofIslamicbankingindustry
whichhaschangedthenatureofrisks.Sinceconventionalbanksuseloancontractasdemanddeposits
anditsrepaymentisassured,thentheywillonlyfaceconventionalfinancialrisks.However,because
Islamicbanksuseprofitsharingforreturnindeposits,theyeliminatefinancialrisksbutatthesame
timeintroducesomeotherrisks.Firstlyisdisplacedcommercialriskwhichtakesplacewhenthe
profitsharingpaidtocustomersistheoutcomeofacombinationbetweenconservativeinvestment
strategiesandtheuseofreserveaccountsformedoutofprofitstosmoothentheprofitpayoutsand
tocoverperiodiclosses(ArcherandKarim,2009).Secondly,sincecustomersareintendedtoprotect
theirassets’realvalue,thewithdrawalriskduetolowerrateofreturnisanewanduniqueriskof
Islamicbankswhentheyuseprofitsharingmodesonliabilityside(Ahmed,2002).

When customers see that returns at all banks are declining due to economic recession, the
probabilityofcustomerstowithdrawandmovetootherbanksisverysmall.However,ifthepoor
performanceisrestrictedtoasinglebankonly,thereactionofcustomerswillnotbethesame.A
secludedlowreturnperformanceofthebankisasignalofmismanagementforcustomersandthus,
theprobabilityofdepositwithdrawalsishigher.

However,thefindingsfromAbduh(2017)hadalsosuggestedthatIslamicbankingcustomersare
dividedintotwo,i.e.rationalandreligiousdepositors.Rationalcustomersaresaidtobemoreprofit
oriented,whilereligiouscustomershavegivenmoreattentiontoshariahissuesbeforetheydeposit
theirmoneyinabank.Therefore,anotherdrivingfactorforcustomerstowithdrawtheirdeposits
fromanIslamicbankiswhenthereisanissueofbreachinguponshariahtenets.

Previous Related Studies
Intheconventionalbankingframework,Beerlietal.(2004)foundthatinSpain,customersarereluctant
towithdrawandmovetootherbankswhentheyaresatisfiedwithservicesprovided.Inaddition,
customersarealsoconsideringtoremainwithcurrentbankswhenthecosttoopennewaccounts
inotherbankismoreexpensive.SimilarlyinPakistan,Afsaretal.(2010)evidencedanegativeand
significant association between satisfaction and switching cost as independent variables toward
customerwithdrawalbehaviorasdependentvariable.

GerardandCunningham(2001)recordedseventypesofincidentswhichcausecustomersto
leavetheirbankwhichcanbeconcludedasservicefailuresandoverpricing.Thoseincidentsare(i)
coreservicefailures;(ii)serviceencounterfailures;(iii)employeeresponsestoservicefailures;(iv)
inconveniences;(v)attractionbycompetitors;(vi)overpricing;and(vii)ethicalproblems.

IntheUnitedStates,GilkesonandRuff(1996)andGilkesonetal.(1999)studiedthecustomers’
earlywithdrawalevidenceoftheirbanks’timedeposits.Theformerfoundthatinvestmentincentives
playedasthemotivatingfactorofthecustomers’earlydepositwithdrawals.However,thelatterfound
theoppositeresults.Gilkesonetal.(1999)evidencedthatinsteadofhigherreturnoninvestment,
earlydepositwithdrawalsaremotivatedbybankcustomers’liquidityneeds.Thestudyalsoconfirmed
thatthefluctuationoftotaldepositissignificantlysensitivetochangesininterestrates.Onanother
occasion,Currie(2004)foundthatdemanddepositsintheUSarepronetoallforcesthataffected
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thevolumeofmediaofexchangeofthecommunitywhereastimedeposits,ontheotherhand,are
affectedmorebyfactorsthataffectingsavingandinvesting.

IntheIslamicbankingframework,Ahmed(2002)foundthatdepositwithdrawalisdrivenby
customers’ intentiontopreservetheirassetsbyminimizingtheriskof lossesduetoalowerrate
ofreturn.Tosupporthisfindings,Ahmed(2003)conductedasurveyinfollowingyearinvolving
468respondentsinthreedifferentcountriesi.e.Sudan,Bangladesh,andBahrain.Theresultfound
fourreasonsmotivatingdepositorstowithdrawtheirdepositwhichare:(i)rumorsaboutthepoor
performanceofIslamicbanks;(ii)implementationofnon-shariacomplianceproductsandpractices;
(iii)somepartsofthebanks’incomewerefrominterestincome;and(iv)lowerreturn.

InMalaysia,Abduhetal.(2011)usedcointegrationandvectorerrorcorrectionmodeltoanalyze
thelong-andshort-rundynamicsofthechangesofconventionalbank’sinterestrateandIslamic
bank’sprofitrate,levelofproduction,levelofinflationandfinancialcrisisuponthevariationoftotal
depositsinMalaysianIslamicbanks.Thefindingshaveshownthatthereisnosignificantimpactof
thechangesininterestandprofitrateaswellasproductiongrowthtowardstotalIslamicbanking
deposit.However,financialcrisisisinterestinglyprovidespositiveimpacttowardstotaldepositswhich
meansthatingeneral,totaldepositofIslamicbanksincreasesduringthefinancialcrisis.Onthe
otherhand,totaldepositisnegativelyaffectedbyinflationwhichreflectsthechangesofconsumer’s
consumptionduringtheeconomicrecession.ThefindingsfromHaronandAhmad(2000)werein
favorofAhmed(2002)andAhmed(2003).ThestudyfoundapositiverelationshipbetweenIslamic
bankingdepositrateandthetotaldeposits.

InIndonesia,Abduh(2015)examinedfactorsinfluencingIslamicbanking’sdepositlevelusing
cointegrationandimpulseresponsefunctions.ContrarytoAbduhetal.(2011),thisstudyrevealed
thatthechangesinconventionalbanking’sinterestrateconsideredasoneofthemaindrivingfactors
fordepositwithdrawal in Islamicbanks.Furthermore, this study foundno significant impactof
financialcrisisuponthevolatilityofIslamicbanking’sdeposit.Thisimpliesthatcustomershavea
strongbelievetowardstheresilienceofIslamicbanksagainstfinancialcrisis.Nonetheless,theresult
alsoindicatedthat.

Basedonthepreviousstudiesreportedabove,therearethreemajorissuesfordepositwithdrawal
actioninIslamicbankingindustryi.e.bank’sservicequality,interestorprofitrate,andshariahissues.
However,thisstudyisdifferentfrompreviousliteratureinasensethatitdoesnotlookingforfactors
drivingthefluctuationofIslamicbankingdepositbutratherfindingwhichgroupofcustomersaffected
bythosethreemajorcausesandthusshallproduceintentiontowithdrawtheirdepositinthenear
future.Thedependentandindependentvariablesareexplainedinthefollowingsection.

DATA AND MeTHoDS oF ANALySIS

Data
ThisstudyisusingprimarydatacollectedfromIslamicbankingcustomersinBandarSeriBegawan.
Duetolimitedinformationuponthesizeofthepopulationandhowtolocatethem,thesampling
techniqueadoptedisnon-probabilityconveniencesamplingwherepotentialrespondentsarefiltered
baseduponthescreeningquestionof“doyouhaveanIslamicbankaccount?”.Theybecomeour
respondentsiftheanswerofthescreeningquestionis“Yes”andtheyarewillingtoparticipatein
thestudyanonymously.

WiththecultureamongBruneianwhosetendtonotdiscloseanyinformationaboutthemselves
tooutsiders, the researchersarevery fortunate togathermore than200questionnaireswith180
questionnaireswhichwerefullyfilledbytherespondentsandthususedintheanalysis.Beforegoing
tothemainanalysis,thedatawillbeanalyzedusingsimpledescriptivestatisticsandthenfollowedby
cross-tabulationofthechi-squaredindependenttest.Finally,themainanalysisisdoneusingbinary
logisticregressionanalysis.
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Theindependentvariablesusedinthebinarylogisticregressionanalysisarethecombination
ofcustomers’demography i.e.gender, religion,maritalstatus,education levelandpossessionof
conventionalbankingaccount;andmotivationtopatronizeIslamicbanki.e.toavoidriba,toobtain
betterreturn,andtoexperiencebetterservicequality.

Table3summarizesthedependentvariablesusedinthisstudyandeachofthemwillrepresent
onemodel.Model1isalogisticregressionmodelusingvariablesinTable2astheindependent
variablesandvariableY1inTable3asthedependentvariable.Model2andModel3arethelogistic
regressionmodelusingvariablesinTable2astheindependentvariablesandvariableY2andY3in
Table3respectivelyasthedependentvariables.Inordertomakeitcompatiblewithbinarylogistic
regressiontechnique,thedataarecollectedinbinomialbasis(1,0)asshowninTable2andTable3.

Logistic Regression
Theobjectiveofthisstudyistoinvestigatetherelationshipbetweenindividual’sattributeslikegender,
educationlevel,agegroupandmotivationstopatronizeIslamicbankswiththeirdepositwithdrawal
behavior,particularlyinIslamicbank.Similartotheindependentvariables,thedependentvariables
arealsoinbinomialformwherebycode1meanstowithdrawandcode0meansnottowithdrawfor
thetimewhentheyresponded.

Abduh,et.al.(2012)mentionsthatforadichotomousdependentvariable,despiteanumberof
distributionmodelsavailableasthemethodofanalysis,themostwidelyusedisthelogisticmodel.
Insupportoftheusageoflogisticmodel,HosmerandLemeshow(2000)providestwomainmotives
forselectingthelogisticdistribution.Firstly,itisaflexibleandeasilyusedmathematicalfunction.
Secondly,themodelprovidesmeaningfulinterpretation.

Inalinearregression,itisassumedthatthemeanmaybeexpressedasalinearequationinx(or
sometransformationofxorY),suchas:

Table 2. List of independent variables

Variable Explanation

X1 Gender(1=Male;0=Female)

X2 Religion(1=Islam;0=otherwise)

X3 Maritalstatus(1=Married;0=otherwise)

X4 Educationlevel(1=Postgraduate;0=otherwise)

X5 Returnasthemainmotivation(1=Yes;0=otherwise)

X6 Avoidribaasthemainmotivation(1=Yes;0=otherwise)

X7 Servicequalityasthemainmotivation(1=Yes;0=otherwise)

X8 Hasconventionalbankingaccount(1=Yes;0=otherwise)

Table 3. List of dependent variables

Variable Description Response

Y1 Non-ShariahComplianceissues 1=IwillWithdraw
0=Otherwise

Y2 UncompetitiveRateofReturn 1=IwillWithdraw
0=Otherwise

Y3 LowServiceQuality 1=IwillWithdraw
0=Otherwise
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Nowg(x)hasmanyofthedesirablepropertiesofalinearregressionmodel.Thelogit,g(x)is
nowlineartoitsparameter.Therefore,thelinearrelationshipofdependent–independentvariables
inthisstudycanbeexpressedinthefollowingequations:
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Thesignificanceoftheindependentvariablesthatcanbeincludedinthemodelisassessedby
comparingobservedvaluesoftheresponsevariablewithpredictedvaluesobtainedfrommodels.A
non-significantlikelihoodratiotestindicatesnodifferencebetweenthefullandthereducedmodels.
Henceforth,itwilljustifythedroppingofthegivenvariableinordertohaveathriftiermodelthat
worksjustaswell.

FINDINGS AND DISCUSSIoN

Descriptive and Chi-Squared Independent Test
BasedonthestatisticdisplayedinTable4,asmanyas80percentoftherespondentsarefemaleand20
percentaremale.Asmanyas58.3percentofourrespondentsarebelow25yearsoldand41.1percent
arebetween25and35yearsold.Furthermore,87.2percentareMuslimsand96.1percentarenot
married.Anotherimportantstatisticistherespondents’levelofeducation.Itisalsoshownthat107
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respondents(59.4%)arepostgraduatedegreeholdersand73(40.6%)respondentsareundergraduate
degreeholders.Thisshowsthatourrespondentsareeducatedandwell-informedcustomersabout
bankingproductsandservices.Table4alsodisplaysthatrespondentswithmultiplebankingaccounts
are107(59.4%)andtherespondentwithsinglebankingaccountare73(40.6%).

WithallrespondentsareholdingatleastundergraduatedegreeandhavingatleastsingleIslamic
bankingaccount,thestatisticsconfirmthatrespondentsarematureandpossessbasicknowledgeof
bankingsothattheirresponsesuponthequestionsareconsiderablyreliable.Moreover,theauthors
believethatresponsesfromrespondentspossessingbothIslamicandconventionalbankingaccount
willbringmoreinformationinthisstudy.

Withregardtobankcustomers’motivationsforwithdrawingtheirdeposits,findingsfromAbduh
(2014)suggestthatdepositwithdrawalactioninIslamicbankingframeworkisdrivenbythreeissues;
(i)non-Shari’ahcompliantissues,(ii)uncompetitiverateofreturn,and(iii)rumorsaboutincoming
globalfinancialcrisisthatcouldaffecttheperformanceoftheirpatronizedIslamicbank.However,
duetothefactthatBruneiwasnotreallyaffectedbytheglobalfinancialcrisesin1997-1998and
2007-2008,thisstudyisfocusedonlyonthefirsttwomotivationsandhadreplacedthethirdmotivation
toservicequalityissuesasdisplayedinTable5.

Table 4. Demography of respondents

Variable Frequency Percentage (%)

Gender
Male 36 20

Female 144 80

Age

<25years 105 58.3

25–35years 74 41.1

>35years 1 0.6

Religion
Islam 157 87.2

Others 23 12.8

MaritalStatus
Married 7 3.9

NotMarried 173 96.1

LevelofEducation
Undergraduate 73 40.6

Postgraduate 107 59.4

Haveconventionalbankaccount
Yes 107 59.4

No 73 40.6

Table 5. Motivations for withdrawing deposit from Islamic banks

Decision
Motivation to Withdraw

Non-Shari’ah Compliant 
Issues

Uncompetitive Rate of 
Return Low Service Quality

Iwillwithdraw 100(55.6%) 101(56.1%) 143(79.4%)

Iwillnotwithdraw 80(44.4%) 79(43.9%) 37(20.6%)

Total 180 180 180
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Awarenessupon the localand international jurists’opinionabout thestatusofbank interest
fromtheIslamicpointofviewprovidesasignificantimpacttowardsthedecisionofmanyMuslims
ontheirbankselectioncriteria(AbduhandOmarov,2013;MahmoudandAbduh,2014).Thus,as
anticipated,Table5showsasignificantnumberof55.6percentoftherespondentsdecidetowithdraw
theirdepositsfromIslamicbankiftheyencounterissuesofnon-shari’ahcompliantproductsand
services.Interestingly,asmanyas56.1percentoftherespondentssaythattheywillalsowithdraw
theirdepositsduetouncompetitiverateofreturnfromIslamicbank.However,lowservicequality
hasgainedthehighestpercentageof79.4percentforbeingthecauseofrespondents’decisionto
withdrawtheirdeposit.ThisimpliesthatIslamicbanksmustnotonlyfocusedonhowmakethings
shariahcompliancebutalsoprofitable.Ontopofthat,Islamicbanksmustalsobeabletoimprove
theirservicequalitygraduallyinordertomeettheexpectationoftheircustomers.

Inordertofindtherelationshipbetweentherespondents’mainmotivationofpatronizingIslamic
bank and their deposit withdrawal decision when those things are not met, this paper provides
deeperanalysisbyrunningthechi-squaredindependenttestviacrosstabulation.Table6showsthat
accordingtothechi-squaredindependenttest,respondentswhoput“toavoidbankinterest”astheir
mainmotivation inpatronizingIslamicbanks intend towithdrawtheir funds if theyencountera
situationwheretheirIslamicbankisinvolvedwithnon-Shari’ahcompliantissues;eitherinproducts
orservices.Similarly,thereisalsoastrongevidencethatrespondentswhoconsiderIslamicbankas
analternativetogainmoreprofitwillwithdrawtheirfundsfromIslamicbankduetolowerreturnor
higherchargesimposedforservicesprovided.

Withregardtothethirdmotivation,itisveryinterestingtofindthatIslamicbankingcustomers
inBruneiDarussalamconsidershariahissuesasanimportantpartofservicequality.Therefore,those
whoareputtinggoodservicequalityasthemainmotivatingfactortopatronizeanIslamicbankwould
bewillingtowithdrawtheirdepositseitherduetolowservicequalityornon-shariahcompliance
issues.Thisalsoimpliesthatshariahtenetsmustnotonlyappliedinproductspersebutalsoinother
aspectsofservicessuchasstaffdresscodeorappearances,sympathyandpoliteness,andspeedof
respondingcomplaintsorfeedbacks.

Logit Models
Table7providesestimatedcoefficientsandodd-ratiosforallvariablesinalllogitmodelsdeveloped.
ForModel1whereY1 isnon-Shariahcompliance, the significantpredictors areGenderX1(1),
ReligionX2(1),patronizingIslamicbank is toavoidribaX6(1)andpatronizingIslamicbank to
experiencebetterservicequalityX7(1).Inaddition,itsNagelkerkeR-Squareis0.27anditschi-squared
forHosmer-LemeshowTestis19.156.TheNagelkerkeR-Squareof0.27indicatesthat27%ofvariation

Table 6. χ2 independent test between motivation of patronizing Islamic bank and withdrawal action

Motivation
Non-Shari’ah 

Compliant Issues χ2-Stat
Uncompetitive 
Rate of Return χ2-Stat

Low Service 
Quality χ2-Stat

W N-W W N-W W N-W

Toavoidbank
interest

Yes 85 50
12**

71 64
2.72

104 31
1.92

No 15 30 30 15 39 6

Competitive
RateofReturn

Yes 50 43
0.25

64 29
12.6**

77 16
1.32

No 50 37 37 50 66 21

GoodService
Quality

Yes 54 64
13.3**

68 50
0.32

100 18
5.89*

No 46 16 33 29 43 19

Note: “W” means Withdraw, “N-W” means Not Withdraw.
* and** are to show significant relationship at alpha 5% and 1%, respectively.
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inY1canbeexplainedbythepredictors.TheHosmer-Lemeshowtestistomeasurethegoodnessof
fitoftheoverallmodelwherebyitsnull-hypothesisisthat‘themodelfitsthedata’.Therefore,since
theHosmer-Lemeshowstatisticsisnotsignificant,itcanbeconcludedthatthehypothesisof‘model
fitsthedata’cannotberejectedstatistically.TheequationforModel1iswritteninEquation(6)below:

log
p

p
x x x x

1
1 252 1 02 1 59 0 853 1 06

1 2 6 7−










= − + + + −. . . . .  (6)

ForModel2whereY2isuncompetitivereturn,thesignificantdrivingfactorsarepatronizing
IslamicbankistogainbetterreturnX5(1),patronizingIslamicbanktoexperiencebetterservicequality
X7(1)andhavingbothIslamicandconventionalbankingaccounts.TheNagelkerkeR-Squareis0.2
whichindicatesthat20%ofvariationinY2canbeexplainedbythepredictorsanditschi-squared
forHosmer-LemeshowTestis11.422whichconfirmsthat‘themodelfitsthedata’.Unfortunately,
Model3showsnoevidencetosaythatanyfactorscouldsignificantlyinfluencingthedecisionof
Islamicbankingcustomerstowithdrawtheirdepositswhentheyencounterasituationoflowservice
quality.TheequationforModel2iswritteninequation(7)andModel3isnotdisplayedduetoits
insignificantmodel:

log . . . .
p

p
x x x

1
0 434 1 27 1 16 0 7

5 7 8−










= − + + −  (7)

Withregardtotheinterpretationofthemodel,logisticregressionusestheodd-ratiosortheexp.
(β)toexplaintheprobabilityresultedfromthemodel.ItisshowninModel1thattheprobability
ofMalecustomerstowithdrawis2.72timeshigherthanFemalecustomersandtheprobabilityof
Muslimcustomerstowithdrawis4.88timeshigherthanNon-Muslimcustomers.Asanticipated,
customerswhoarelookingforbankingactivitiesbutatthesametimetryingtoavoidribawouldhave
greaterpossibilitytowithdrawmoneyfromIslamicbankduetonon-shariahcomplianceissues.Itis

Table 7. Estimated coefficients (β) and odd-ratio (Exp.(β)) for all logit models

Variable

Model 1 
Y = Non-Shariah 

Compliance

Model 2 
Y = Uncompetitive 

Return

Model 3 
Y = Low Service 

Quality

β Exp.(β) β Exp.(β) β Exp.(β)

X1(1)Gender 1.02* 2.72 0.09 1.09 -0.19 0.83

X2(1)Religion 1.59* 4.88 -0.29 0.75 -1.09 0.34

X3(1)Maritalstatus -0.89 0.41 0.79 2.22 20.03 0.00

X4(1)Education -2.55 0.78 0.32 1.38 0.41 1.51

X5(1)Return 0.19 1.21 1.27** 3.58 0.29 1.34

X6(1)Avoidriba 0.853* 2.35 0.04 1.04 -0.51 0.61

X7(1)Servicequality -1.06* 0.35 1.16** 3.18 0.49 1.63

X8(1)Conventionalaccount -0.12 0.89 -0.70* 0.50 0.07 1.08

NagelkerkeR-Sq 27.3% 20.0% 10.5%

Hesmer-Lemeshow(χ2) 19.156 11.422 13.924
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2.35timeshigherthanthosecustomerswithdifferentmotivation.Furthermore,negativerelationship
betweenY1andX8(1)showsthatcustomerslookingforhigherqualityofserviceswouldleavethe
bankduetonon-shariahcomplianceissues.

Odd-ratiosfromModel1indicatethat;(i)Islamicbankscoulduse“femaleapproach”inorderto
instilltrustandloyaltyamongtheircustomers;(ii)customershadconsideredshariahasanimportant
partofservicequalityinIslamicbankingindustry,andthus;(iii)Islamicbanksshouldworkharder
inordertohaveoriginalIslamicproductsandnotmerelymimickingconventionalproducts.

Odd-ratiosinModel2showthatcustomerswhoarelookingforbetterservicequalityandhigher
returnbeforepatronizingIslamicbankaretendtowithdrawtheirdepositduetouncompetitivereturn
received.Theprobabilityofdepositorsseekingforbetterservicequalitytowithdrawis3.18times
higherthanthoseotherwise.Similarly,theprobabilityofdepositorsmotivatedbyhigherreturnto
withdrawis3.58timeshigherthanthosewithdifferentmotivations.

Furthermore, customers with multiple account or having conventional and Islamic banking
account at the same time will have 2 times higher possibility to withdraw their deposit due to
uncompetitivereturnreceived.FindingsinModel2indicatethat;(i)returnandservicequalityare
consideredbythecustomersastwoinseparablefactors,and(ii)Islamicbanksmustbeabletoatleast
maintainitscompetitivereturnsgiventocustomersbymaintainingitsgoodperformance.

Another interesting finding from those logit models developed in this study is the
probabilityofan individualcustomerwithcertaincharacteristics towithdrawtheirdeposit
duetoencounteringtheabove-mentionedthreeunexpectedsituations.InordertogetEquation
(5)ortheprobabilityfromonebankcustomer(p)towithdrawduetocertainreasons,first,
thelog(p/1-p)valueneedtobeputasthepowerofthee(i.e.2.71).Afterthattheprobability
canbecalculatedthroughEquation(2).

Forinstance,firstscenarioinModel1,theprobabilityofamale(x1=1)Muslim(x2=1)customer
whoistryingtoavoidriba(x6=1)andlookingforbetterservicequality(x7=1)towithdrawhis
depositduetonon-shariahcomplianceissuesis:

log
p

p1
1 252 1 02 1 1 59 1 0 853 1 1 06 1

−










= − + ( )+ ( )+ ( )− (. . . . . )) = 1 151. 

Then,elog(p/1-p)=e1.151=3.15;hence,hisprobabilitytowithdrawisp=[3.15/(1+3.15)]=0.76
or76%.Meanwhile,theprobabilityofafemale(x1=0)non-Muslim(x2=0)customerwhosemain
motivationisneithertoavoidriba(x6=0)norlookingforbetterservicequality(x7=0)towithdraw
herdepositdue tonon-shariahcompliance issues isonly22.3%.Table8providesprobabilityof
depositwithdrawalfromindividualwithdifferentattributesinModel1.

AsforModel2,theprobabilitiesareprovidedinTable9.Forexample,itispredictedthatthe
probabilityofacustomerpossessingIslamicandconventionalaccount(x8=1)aswellaslooking
forhigherreturn(x5=1)andbetterservicequality(x7=1)is78.4%towithdrawhisdepositfrom
Islamicbankduetouncompetitivereturn.

Overall the findings confirm that deposit withdrawal is a real future threat for Islamic
banking in Brunei Darussalam. The triggers of the withdrawal action are negative issues of
shariah compliancy upon the products and services, uncompetitive return, and bad service
quality.However,noteverycustomerwillbeaffectedbythosetriggers.Onlycustomerswith
certainindividualattributeswillrespondtoaspecifictrigger.Asthemanagerialimplications
ofthefindings,Islamicbanksmustbeabletoidentifytheattributesattachedtotheirexisting
customersinordertomaintainthegoodrelationshipbetweenthemandthebank.Hence,could
mitigatethepotentialwithdrawalrisktoemerge.
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CoNCLUSIoN

Thispaperexplorestheinfluenceofindividualcharacteristicsindecisionmakingprocesswithregard
todepositwithdrawalwhentheyencounterthreedifferentsituations;(i)non-shariahcomplianceissues
uponproductsandservices,(ii)uncompetitivereturn,and(iii)lowservicequality.Asanticipated,
thefindingsprovideevidencethatcustomerswithdifferentcharacteristicsshallreactdifferentlyupon
theirdepositwithdrawaldecisionwhentheyencounterthethreesituationsmentionedabove.This
impliesthatthefutureriskofdepositwithdrawalisrealandthereisno“oneshoefitsall”marketing
strategy.OneofthemanagerialimplicationsisthatIslamicbankingmustprovidedifferentmarketing

Table 8. Probability of deposit withdrawal in Model 1

Scenario

Constant X1 X2 X6 X7

log
p

p1−











e
e
log

p

p1−









 Prob

e

e

log
p

p

log
p

p

.=

+







−











−











1

11







-1.252 1.02 1.59 0.853 -1.06

1 -1.252 1 1 1 1 1.151 2.71 3.15 0.759

2 -1.252 1 1 1 0 2.211 2.71 9.06 0.901

3 -1.252 1 1 0 1 0.298 2.71 1.35 0.574

4 -1.252 1 0 1 1 -0.439 2.71 0.65 0.392

5 -1.252 0 1 1 1 0.131 2.71 1.14 0.533

6 -1.252 1 1 0 0 1.358 2.71 3.87 0.795

7 -1.252 1 0 0 1 -1.292 2.71 0.28 0.216

8 -1.252 0 0 1 1 -1.459 2.71 0.23 0.189

9 -1.252 1 0 0 0 -0.232 2.71 0.79 0.442

10 -1.252 0 1 0 0 0.338 2.71 1.40 0.583

11 -1.252 0 0 1 1 -1.459 2.71 0.23 0.189

12 -1.252 0 0 0 1 -2.312 2.71 0.10 0.091

13 -1.252 0 0 0 0 -1.252 2.71 0.29 0.223

Table 9. Probability of deposit withdrawal in Model 2

Scenario

Constant X5 X7 X8

log
p

p1−











e
e
log

p

p1−









 Prob

e

e

log
p

p

log
p

p

.=

+







−











−











1

11







-0.434 1.27 1.16 -0.7

1 -0.434 1 1 1 1.296 2.71 3.64 0.784

2 -0.434 1 1 0 1.996 2.71 7.31 0.880

3 -0.434 1 0 1 0.136 2.71 1.15 0.534

4 -0.434 0 1 1 0.026 2.71 1.03 0.506

5 -0.434 1 0 0 0.836 2.71 2.30 0.697

6 -0.434 0 0 1 -1.134 2.71 0.32 0.244

7 -0.434 0 0 0 -0.434 2.71 0.65 0.393
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strategiesinordertoretaintheirexistingcustomersandattractnewoneswithdifferentbackgrounds
andcharacteristics.

Theresearchersrealizethatthisstudyisnotwithoutlimitations.Therefore,itprovidessuggestions
forotherresearcherswhoareinterestedinthesameareaofstudyinordertoproducemorerobust
findings.Thesuggestionsare(i)toincreasethesamplesizesotheopinionofthesocietytowards
thetopiccouldbecapturedbetter,(ii)tousemoresophisticatedmethodofanalysissuchasartificial
neural networks, and (iii) to distinguish the analysis between customers having Islamicbanking
accountonlyandcustomerswithbankingaccountinbothIslamicandconventionalbanks.



International Journal of Asian Business and Information Management
Volume 11 • Issue 2 • April-June 2020

13

ReFeReNCeS

Abduh, M. (2011). Islamic Banking Service Quality and Withdrawal Risk: The Indonesian Experience.
International Journal of Excellence in Islamic Banking and Finance,1(2),1–15.

Abduh,M.(2014).WithdrawalBehaviorofMalaysianIslamicBankCustomers:EmpiricalEvidencefromThree
MajorIssues.Journal of Islamic Banking and Finance,31(4),43–54.

Abduh,M.(2015).DeterminantsofIslamicBankingDeposit:EmpiricalEvidencefromIndonesia.Middle East 
Journal of Management,2(3),240–251.doi:10.1504/MEJM.2015.072462

Abduh, M. (2016). Islamic Banking Service Quality and Deposit Withdrawal Risk: Evidence from Brunei
Darussalam.Islamic Banking and Finance Review,3,1–11.

Abduh,M.(2017).Deposit Withdrawal Behavior in Islamic Banking.BandarSeriBegawan:UNISSAPress.

Abduh,M.(2018).AssessingthePerformanceofIslamicBankinginBruneiDarussalam:Evidencefrom2011
to2016.Al-Shajarah,(SpecialIssue:IslamicBankingandFinance),171-189.

Abduh,M.,Dahari,Z.,&Omar,M.A.(2012).BankCustomerClassificationinIndonesia:LogisticRegression
vis-à-visNeuralNetworks.World Applied Sciences Journal,18(7),933–938.

Abduh,M.,Omar,M.A.,&Duasa,J.(2011).TheImpactofCrisisandMacroeconomicVariablestowardsIslamic
BankingDeposits.American Journal of Applied Sciences,8(12),1413–1418.doi:10.3844/ajassp.2011.1378.1383

Abduh, M., & Omarov, D. (2013). Muslim’s Awareness and Willingness to Patronize Islamic Banking in
Kazakhstan.Journal of Islamic Banking and Finance,30(3),16–24.

Afsar,B.,Rehman,Z.,Qureshi,J.A.,&Shahjehan,A.(2010).DeterminantsofCustomerLoyaltyintheBanking
Sector:ThecaseofPakistan.African Journal of Business Management,4(6),1040–1047.

Ahmed,H.(2002).A Microeconomic Model of an Islamic Bank.Jeddah:IslamicResearchandTrainingInstitute.

Ahmed,H.(2003,September).WithdrawalRiskinIslamicBanks,MarketDisciplineandBankStability.Paper 
presented at theInternational Conference on Islamic Banking: Risk Management, Regulation and Supervision,
Jakarta,Indonesia.AcademicPress.

Archer,S.,&Karim,R.A.A.(2009).Profit-SharingInvestmentAccountsinIslamicBanks:RegulatoryProblems
andPossibleSolutions.Journal of Banking Regulation,10(4),300–306.

Beerli,A.,Martín,J.D.,&Quintana,A.(2004).AModelofCustomerLoyaltyintheRetailBankingMarket.
European Journal of Marketing,38(1/2),253–275.

Currie,L.(2004).TheBehaviorofDeposits.Journal of Economic Studies (Glasgow, Scotland),31(3/4),340–346.

Gerard,P.,&Cunningham,J.B.(2001).SingaporeUndergraduates:HowTheyChooseWhichBanktoPatronize.
International Journal of Bank Marketing,19(3),104–114.

Gilkeson,J.H.,List,J.A.,&Ruff,C.K.(1999).EvidenceofEarlyWithdrawalinTimeDepositsPortfolios.
Journal of Financial Services Research,15(2),103–122.doi:10.1023/A:1008071719082

Gilkeson, J.H.,&Ruff,C.K. (1996).Valuing theWithdrawalOption inRetailCDPortfolios.Journal of 
Financial Services Research,10,333–358.

Haron,S.,&Ahmad,N.(2000).Theeffectsofconventionalinterestratesandrateofprofitsonfundsdeposited
withIslamicbankingsysteminMalaysia.International Journal of Islamic Financial Services,1(4),1–7.

Hosmer, D. W., & Lemeshow, S. (2000). Applied Logistic Regression. U.S.A: John Wiley and Sons.
doi:10.1002/0471722146

Iqbal,M.,Ahmad,A.,&Khan,T.(1998).Challenges facing Islamic Banking.Jeddah:IslamicResearchand
TrainingInstitute.

Mahmoud,L.O.M.,&Abduh,M.(2014).TheRoleofAwarenessinIslamicBankPatronizingBehaviorof
Mauritanian:AnApplicationofTRA.Journal of Islamic Finance,3(2),30–38.doi:10.12816/0025103

http://dx.doi.org/10.1504/MEJM.2015.072462
http://dx.doi.org/10.3844/ajassp.2011.1378.1383
http://dx.doi.org/10.1023/A:1008071719082
http://dx.doi.org/10.1002/0471722146
http://dx.doi.org/10.12816/0025103


International Journal of Asian Business and Information Management
Volume 11 • Issue 2 • April-June 2020

14

Muhamad Abduh was born in Jakarta, May 1981. He completed his Bachelor of Science (Statistics) from Bogor 
Agricultural University, Indonesia, in September 2004 and his first master’s degree, Magister Hukum Islam (Fiqh 
Al-Mu’amalat) from Ibn Khaldun University, Bogor, Indonesia, in September 2006. He completed his second 
master’s degree, Master of Economics (Islamic Economics) from the International Islamic University Malaysia 
(IIUM) in June 2009. Under the supervision of Prof. Dato’ Dr. Mohd Azmi Omar, former IRTI-IDB Director based in 
Jeddah, Abduh completed his PhD in Business Administration from IIUM with specialization in Islamic Banking and 
Finance in December 2011. Abduh has written more than 50 journal articles and four books in the area of Islamic 
finance. The books were published by Fath-Publication (Indonesia) in 2009, WILEY (New Jersey, USA) in 2013, 
IIUM Press (Kuala Lumpur) in 2016, and UNISSA Press (Brunei Darussalam) in 2017. Prior to joining the UBD 
School of Business and Economics (UBDSBE), Abduh was an Assistant Professor at the IIUM Institute of Islamic 
Banking and Finance (IIiBF) and the Head of Research for the Institute from 2012 to 2015.


